APPENDIX E

METHODOLOGY FOR ESTIMATING THE DIRECT COMPONENT
PROPORTIONS OF REGIONAL ECONOMIC MULTIPLIERS

The purpose of this appendix is to provide the reader with a "i
sketch" of the methodology used to estimate the direct component pr<
presented In table 3 in the body of the handbook. The discussion h<
deliberately terse with the intention that this handbook should be i
guide or example of the kinds of information that can be brought to
planning Issues.

There are three principal components to the methodology: delli
generic economies, defining representative technologies, and calculi
component proportions. Background for each of these topics, as weU
appropriate methodology is presented below:

1,0   Delineation of Generic Economies

1.1    Background

A  final demand change In a  local economy will produce a rau
effect, the  level of which will vary with the industrial structure o
economy.     Multiplier estimation,  then,  must be undertaken within  the
of a given  Industrial  structure.     Since this paper ia taking a  regie
tive, the  task becomes one of aggregating local area information to
level.    The  aggregation,  however,   must be achieved in a manner  that
regional  industrial structure  that   reasonably depicts  the qualities
economies being  aggregated.     On this basis generic regional economie
formed as  outlined below.

1.2    Methodology

o Divide the national economy into two categories: Standard
Metropolitan Statistical Areas (SMSA's) and non-SMSA port!
BEA economic areas (see figure 3 in section I of the handb
map of BEA economic areas);

o Subdivide the above two categories into large and small ar
on employment levels; and

o Subdivide the above four areas according to geographic pro
and rates of employment growth over the period 1971-1976.c., Report No. 355,
